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0,000 families, has risen close to normal. Business activity pushed 


above normal inthe latter part of 1958 and has been inching upward 
ever since. 


Re estate activity, based on the number of realestate transfers per 
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The rapid recovery from the late recession has brought renewed fears of 
inflation to monetary officials. The Federal Reserve is still trying to stem the 
tide. In the past two weeks all districts have raised their discount rate to 3%. 


Discount rates set the terms on which Reserve Banks make loans to mem- 
ber banks. When the “Fed” raises the rate, it wants credit to tighten. Higher 
discount rates mean higher interest rates for most types of loans. 


The Federal Reserve’s tight money policy is being criticized by a large 
and powerful group in Congress. This group argues that recovery is still lag- 
ging, unemployment is too high, and that the country needs stimulation from 
the Government instead of inflationary checks. The *Fed” will stick to its 
guns. 


The Board’s action was aimed partly at the stock market. The yields on 
stocks, at recent high prices, average close toa full percentage point below 
high-grade corporate bond yields. The spread between the two is the widest it 
has been in times of good business since 1929. 


Stock prices are averaging about 17 times the annual earnings rate of late 
1958 -- a high ratio. In terms of dividends, at the current yield of common 
stocks, it now takes an investment of over $30.00 to receive a dollar in divi- 
dend payments. 


Earnings are up but profit margins are likely to shrink this summer, tem- 
porarily reducing total earnings in some industries. 


The consumer price index has held rather steady for the past 12 months, 
but inflation fears continue. Why? Because, even though many people attach 
inflation to a rise in the price level, it is possible for the inflationary process 
also to go on in periods of constant prices, or falling prices. 





The Federal Reserve exercises its control over the supply of money and 
credit as a means to counter inflationary movements. Regardless of its des- 
perate attempt to hold inflation within fixed limits, the trend will continue up- 
ward as long as budgets continue to be unbalanced and commercial banks con- 
tinue to expand credit. 


Tight money policies can restrain the effects of inflation, but cannot cure 
the cause. The cure is not simple. 


Because spending is more popular than taxation, Government deficits per- 
sistently grow -- and Government debt, which serves as the base for increases 
in the supply of money and credit, is the mostinflationary ofall forces. 
Here’s why. 


If the Government wished to raise an additional billion dollars by taxation 
it would cost the average U. S. family about $20. But because taxation is un- 
popular among the voting public, the Government turns to the easy, popular 
way of financing -- that is, by borrowing from banks. When this is done, the 
average U. S. family has to pay twice what it would if the money were raised 
by taxation. 


(cont. on page 126) 


ch —_-Real Estate Selling Price Comparisons 


140 


With preceding 
month 


0.0% 


With same month 
preceding year 


TREND IN SELLING PRICE 
0.0% 
1957 1958 





PROBABLE SELLING PRICE PROBABLE SELLING PRICE 
OF A HOUSE THAT SOLD FOR TREND IN OF A HOUSE THAT SOLD FOR 
$12,000 IN 1947-49 PERIOD f : SELLING PRICE $12,000 IN 1947-49 PERIOD 
$12, 000 5 
812 1 
092 Ji *§ 26.6 
868 7 
176 7 
376 7 
812 7 
136 
812 


neue ve OS S 


36( 





*Preliminary 





NATIONAL REAL ESTATE ACTIVITY 
| nae y 


WORLD WAR II 
USA 


























——T —+ 











Residential Rents 


1921-1938 = 100 


“~ 


: 























Real Estate Activity 





















































EE EEE 














REAL ESTATE 
ACTIVITY 











+———++ + 

<+—No. New Dwelling Units 
al | Built Per Year Per 1,000 

+ + ~ + Families (Nonfarm) 











\Real Estate Activity 
Number Voluntary Transfers ! 1 | 
| + + - — 











; 4 + +—-- 


| 
+ 
























































Business 





NORMAL 


| 


++—Business Activity 


ic leveland Trust Company 





"T: 


—_ 





+ + 





i as 
+ 





4 














| 


- 4 — +- —_ 
KOREAN WAR 
KOREAN TRUCE 




















dive 

















j 
| 
©Oby ROY WENZLICK RESEARCH CORP., 1959 | 
i ae | 1 J er ae 
1955 1960 





























: 
| 





= 
s 1 
CLOTHING 
+ 
1935 ‘36 


C)by ROY WE 
; 
' 
re hs 


3I ‘Se ‘33 ‘S® 


1930 


‘29 





‘28 

















—Y 
O 
YU 
Lud 
se 
— 
QO 
y 
< 
2) 
Lu 
O 
- 
uy 
_— 
y 
Lid 
e 4 


‘27 

















| 


1925 ‘26 











FURNISHINGS 


. 
‘24 





| -HOUSEHOLD 





_ 








 # 
‘e3 





















































$—-—4--___4- -________ 
22 











a 


1920 ‘2! 


19 


18 








i917 








Hi/99 6 
192.4 
188 
85/\ 
he 
‘58 1959 


\ 








— 


sur 
ait 
‘S7 

















—$+}—-—_}+—-=_ + —- 
ica 
1955 ‘56 





—~- 
EEE 
+ 


| 
‘Sa 


‘S3 











‘S2 











5! 

















49 850 


T 
a 
48 





+ 
+ 


“rpscescanes | 
nal 
47 


——t 


sae 





+> at 
4 | 


Ft 











Y) 
Lid 
fs | 
< 
—_ 
WY | 
CQ 
Lid 
on 
y 4 at | 
poe 5 
ak | 
ae | 
[— 
= 
O 
z 
>: 
a 


ac 
a 
w 








(cont. from page 122) 

The Treasury signs promissory notes or bonds for the billion dollars it 
wishes to raise. Commercial banks accept these promises to pay as if they 
were cash deposits. The Government then writes checks against these deposits 
to pay the manufacturers of Government-purchased goods. The manufacturers 
deposit the Government checks and in turn write checks to pay their bills. 
This process of borrowing creates an additional billion dollars that would not 
otherwise exist had the original billion been raised by taxation. In other 
words, borrowing from the banks puts an additional billion dollars intocircu- 
lation just as if the Government printing press had printed up one billion dol- 
lars in crisp new currency. 


This additional billion dollars of “checkbook money” adds about 3/4 of one 
per cent to our total money supply. Without an increase in goods and services 
sufficient to liquidate the increased money supply, the additional billion dollars 
will have a tendency to push prices up by a corresponding 3/4 of one per cent, 
thereby reducing further the purchasing power of the dollar. 


One of the principal objections tothe “Fed’s” tight money policy as an 
anti-inflationary weapon is that it simply bottles up the forces causing inflation 
without curing them. 
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The chart on money rates brings out the sudden reversal of rates which 
followed the business upturn. Yields on 91-day Treasury bills stand at 2.76% 
as compared with a low in June 1958 below 3/4% and a 1957 high of 3-5/8%. 


At the long end of the market, corporate bond issues, Aaa rated basis, 
were placed at anaverage rate of 4.13%, almost reaching the 1957 peak of 
4.14%. Yields on long-term U. S. bonds have risen above their 1957 peak level. 


The increase in the discount rate has a tendency to push irterest rates up- 


ward; in addition, the movement of bond yields reflects an expected heavy de- 
mand for funds. 


In the face of tighter credit controls, banks have been pressed for funds to 
meet their loan demands and have been borrowing more lending reserves from 
the Reserve System. In the week ended March 25, those borrowings exceeded 
excess lending reserves by $169 million, against $161 million the week before. 
These net borrowed reserves have fluctuated from an average of $100 million 


per week in the earlier part of this year to over $200 million in the past few 
weeks. 


Government spending on all levels is above what it was in 1958. Business 
investment in plant andequipment can be counted on toincrease in1960. 
Home building, though presently at the annual rate of 1.4 million units, can be 
expected to slow as the year advances ending 1959 with about 1. 2 million dwell- 
ing units started -- close to the 1958 total. 


NUMBER OF NONFARM REAL ESTATE TRANSFERS 


1955 1956 1957 1958 1959 


January 361, 500 357, 100 354, 300 319, 100 351, 300* 
February 340, 200 351,750 318,000 290, 300 348, 200* 
March 423, 800 392,100 346, 600 312,500 
April 408, 500 395, 600 380, 900 334, 800 
May 435,500 437,700 401, 200 358, 500 
June 472, 400 432, 100 370, 200 365, 900 
July 438,900 432,700 414, 600 416, 100 
August 486, 500 460, 700 412,600 399, 000 
September 457, 200 384, 800 370, 000 406, 100 
October 428, 600 435, 600 403 , 600 460, 300* 
November 407,500 380, 800 328, 800 359, 800* 
December 386, 500 329, 800 318,600 393, 000* 
Total 5,047,100 4,790,750 4,419,400 4,415, 400* 


First 2-month 
comparison 701,700 708, 850 672,300 609, 400 699 , 500* 











*Preliminary. 





INCREASES IN BUILDING COSTS SINCE 1939 


ST. LOUIS 
March 1959 


SIX-ROOM BRICK HOUSE (FRAME INTERIOR)* 
Content: 23,100 cubic feet 
1,520 square feet 

Cost 1939: $ 6,400 

(27.7¢ per cubic foot; $ 4.21 per square foot) 
Cost today: $20,311 

(87.9¢ per cubic foot; $13.36 per square foot) 
INCREASE OVER 1939 = 217. 4% 


For plans and specifications see page 23 of the Wenzlick Building Cost Manual. 


FIVE-ROOM BRICK VENEER HOUSE* 
Content: 24,910 cubic feet 
1,165 square feet 

Cost 1939: $ 5,440 

(21. 8¢ per cubic foot; $ 4.67 per square foot) 
Cost today: $16,999 

(68. 2¢ per cubic foot; $14.59 per square foot) 
INCREASE OVER 1939 = 212.5% 


For plans and specifications see page 15 of the Wenzlick Building Cost Manual. 


SIX-ROOM FRAME HOUSE* 
Content: 24,288 cubic feet 
1,650 square feet 

Cost 1939: $ 5,671 

(23. 4¢ per cubic foot; $ 3.44 per square foot) 
Cost today: $18,989 

(78. 2¢ per cubic foot; $11.51 per square foot) 
INCREASE OVER 1939 = 234. 8% 


For plans and specifications see page 3 of the Wenzlick Building Cost Manual 


6-ROOM CALIFORNIA BUNGALOW - NO BASEMENT 
Content: 12,119 cubic feet 
992 square feet 
' a” Cost 1939: $ 3,392 
! i (28.0¢ per cubic foot; $ 3.42 per square foot) 
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INCREASE OVER 1939 = 217. 7% 


$10.86 per square foot) 


For plans and specifications see page 31 of the Wenzlick Building Cost Manual 


STANDARD BRICK RANCH HOUSE 

Content: 16,250 cubic feet 

840 square feet 

Attached garage - 200 square feet 
Without garage - $13, 267 

(81.6¢ per cubic foot; $15.79 per square foot) 
Garage - $1,011 

($5.06 per square foot) 


For plans and specifications see page 52 of the Wenzlick Building Cost Manual 


CONTEMPORARY FRAME RANCH HOUSE 
(Dry Wall) 
Content: 12,285 cubic feet 
1,170 square feet 
Carport - 320 square feet 
Without carport - $13,729 
($1.12 per cubic foot; $11.73 per square foot 
Carport - $628 
($2.00 per square foot) 


For plans and specifications see page 41 of the Wenzlick Building Cost Manual 


*Costs include full basement 





